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Report from the President 


1968 Earnings. “ 
The year just ended showed steady improvement 
quarter by quarter. From a first quarter in which 


earnings and sales in the Steel Division were de- 


pressed, the division progressed to a point in last 
half where monthly volume and profits achieved 
record levels. 

The pickup in the Production Machinery Division 
was too late to offset the poor showing of the first 
six months. é 

This left results for the year very close to those 
recorded in 1967. A comparison of quarterly results 
~ for 1968 versus 1967 illustrates the improving trend. 


Earnings per share by quarters 


ist 2nd. 3rd 4th TOTAL 
1967) 23 56 Al .16 :28 $1.41 
T9IGS ees O8 36 aD. 56 1.42 


Sales. Growth 
Hugh Russel & Sons, Limited sales volume has in- 
creased each year and now exceeds $38,000,000. 
This has been achieved through the natural growth 
of markets served, by the broadening of long estab- 
lished product lines, by the addition of new products 
and equipment, and by the acquisition of new oper- 
ations. Since 1964 sales have almost doubled. 


The Steel Service Centre division of Robertsteel, 
acquired in 1967, established Russelsteel as one of 
the largest distributors of carbon steels in Canada. 

Increased sales volume also resulted from the 
acquisition of Master Mechanical in 1965, and 
Barker-Thorne in 1967. These companies provide 
a broader base of operations and add new opportuni- 
ties for growth and diversification. 


Recent Developments 
During 1968, Hugh Russel made a cash purchase 


of the assets of Central Engineering Company. These 


assets were transferred to Ceeco Machinery Manufac- 
turing Limited, a wholly owned subsidiary. 

This important acquisition provides an entry into 
the growing power transmission industry. Ceeco 
Machinery’s design staff have developed a line of — 
equipment which is finding growing acceptance and 
use among major wire and cable manufacturers not 
only in Canada but also in the United States: and 
South America. Ceeco . manufactures equipment 
which coils, strands, winds, twists and insulates a 


‘wide range of materials from steel to plastic hose. 


Early in 1968 an investment in the form of a First 
Mortgage Bond was made in Applied Computer 
Technology Limited. 

It became clear as matters progressed that the 
marketing approach taken by the management of 


Applied Computer Technology was not destined to 
be successful. We thereupon withdrew our support 
and the company ultimately ceased operations. 


Asset Growth 

Earnings performance over the past three years has 
to some extent reflected the cost and disruption of 
integrating new activities with existing operations. 
The costs involved are more than justified by the long 
term importance of the resources gained. This growth 
over the past four years is highlighted by a com- 
parison of figures taken from the balance sheets. 


Growth tn Assets 
1965 through 1968 


(000) 
Dec. 31, Dec. 31, % 

1968 1964 Increase 
Net tangible assets $ 7,480 $ 4,256 76 
Net Fixed Assets 3,243 2,096 54 
Working Capital . 3,683 2,430 ) 51 
Inventories 9,446 4513. -.' 409." 
Total Assets 21,612 10,396 108 


These new assets have materially strengthened the 
company’s earning power. Accelerating activity is 


Seppe 


-. President 


now beginning to draw on our new resources and 
earnings will be substantially improved as these assets 
are increasingly brought to full utilization. 


Outlook 

We plan to continue the policy of vigorously expand- 
ing existing operations and of acquiring new activities 
in the field of industrial service. 

It would appear that there will be considerable 
activity in the acquisition program this year. For — 
example, known and impending tax changes present 
real problems to the private Canadian business owner. 
A solution may lie in the ability of the owner to 
exchange his holdings in a private company for 
shares in a public company which offers the liquidity ; 
of a broad public market. This could be accomplished 
by way of a merger into the Hugh Russel corporate 
group with many beneficial results. 

With the present level of business activity in all 
divisions we anticipate that the improving earnings 
trend seen will extend well into 1969. 

It is with real optimism that we face the business 
prospects for the coming year. 

The directors join me in expressing our apprecia- 
tion to all the customers, suppliers, employees and 
shareholders of the company for their continued 
confidence and support. 


February 21, 1969 


ASSOCIATED COMPANIES 


MASTER MECHANICAL 


Working from two well equipped plants (Master Mechanical and Barker-Thorne), this 
company produces specialized tooling and production machinery for several major industries, 
particularly those involved in mass production such as automotive and agricultural and those 
involving great precision such as aviation and electronics. 


Sometimes this equipment is built to customer’s designs, often equipment is designed by the. 
company’s design staff working closely with the production engineering departments of client 
companies. 


In either case complex designs are converted into precise, production machinery by skilled tool- 
makers and machine builders. 


This company is dedicated to growth in facilities and engineering services to meet the growing 
demand of automated industry for precision production machinery. 


Machine designed and built for handling, shaping, soaping and trans- An excellent, complete Design Service is available to Master 
ferring 700 tires per hour. Mechanical customers 


RUSSELSTEEL 


is in business to supply steel 
to Canadian Industry of all types 
on a fast economical basis. 


fi 
UT TO LENGTH 


Montreal H.R. BARS . 


SHEETS 


COIL & STRIP 


Toronto 


if E ; 


SLITTING 


TORCH CUTTING 


Russelsteel helps Canada grow by supplying 
steel to industry, from over $9,000,000 worth 
of inventory strategically located in Montreal, 
Toronto, Hamilton and Winnipeg. Shipments 
are made promptly to any part of Canada. 


Using powerful saws, torch burning machines, 
slitters and cut to length lines and shears, ma- 
terial is quickly tailored to each customer’s 
requirements. 


Russelsteel and service are synonymous. 


SHEARING 


Hamilton 


V. 


SAW CUTTING 


Winnipeg 
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CEECW@ 


Ceeco designs and manufactures a wide range of equipment for the Wire and Cable Industry. 
Not only does the company handle a line of standard products, its engineers work on problems 
dealing with the handling, coiling, twisting, stranding and coating of wire and plastic products. 
If necessary the company will design and build the special equipment required to solve a 


particular problem. 


Products produced by Ceeco have gained acceptance in Canada, the United States, South 
America and other parts of the world. Ceeco looks forward to a period of rapid expansion. 


7 — BARREL TUBULAR STRANDER 


We design, manufacture and supply: Shaft-type and Shaftless Pay-Offs and Take-Ups, 
up to the largest sizes — High-speed continuous Dual Reel Take-Ups for bare and insulated 
wire — Rewinders — Coilers — Single Twist Closers — Tubular, Planetary and Rigid Frame 
Stranders — Capstan Units — Caterpullers — Multiple Take-Ups and Pay-Offs — Complete 
Extruder Lines — Special machines for the wire and cable industry. 


HEAVY — DUTY SHAFTLESS TAKE-UP 


HIGH — SPEED REWINDER 
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Financial Summary 


(Dollar figures in thousands ) 


OPERATING RESULTS 
Net Sales 
_ Earnings before deducting ‘de- 
preciation, interest on long- 
term debt, minority interest 
and income taxes . 5 
Depreciation. ; 
Interest on long- -termdebt . 
Income Taxes . : 
Minority interest . — 
Net Earnings 
% of Net Sales . ; 
7 of Shareholders’ Equity . 


SHAREHOLDER DATA 
Net earnings per common share 
Cash flow per common share 
‘Dividends per common share . 
% Dividend to net earnings . 
Number of Common Shares 
outstanding (thousands) . 
Number of Common share- 
holders jeu 


BALANCE SHEET DATA 
Current Assets 
Trade receivables . 
Inventories. 
_ Prepaid eee and depos- 
its : 3 


Total Cureent iA sets 


Current Liabilities 
Bank Borrowing j 
Payables and accrued charges 
Income Taxes payable 


Total Current Liabilities . 


Working Capital . 
Fixed assets at cost : 
Less Accumulated deprecia- 
tion ey 


Net Fixed Aces : 
Other assets. ; 
Net Tangible Assets 

Financed by 
Long term debt 
Deferred income taxes 
Minority Interest. . 
Shareholders’ equity . 


Current. assets/Current liabili- 
ties: <> 

Long-term debt/equity ratio 

Additions to facilities 

Total Assets 


1964 


1968 1967 1966 1965 1963-1962 1961 1960 
$38,375 $32,473 $24,157 $22,975 $19,436 $15,015 $14,218 $14,051 $13,406 
$1435 S$ 1210 6 1,354 $9,309 $1125 $631 § 506. 8 397) S305 
SRT We Bas oR 205. $7155 8 18s SA I RS 0g 
$1502 8153) 8 150 | 8 50 F255 85a 8 GR 8 68 Rd 
$ 516 $ BTt SABE OS STP OS el S140 $2 9. $328 9 
$ 40 6. a = me ve ee 
Sao $435 50s So 52F 8 478 8 SIS 190 8 iba BS 

VAG 243% ONG 28 8 IG | TAG 1 12e 0.9% 
9.8% 10.4% 129% 138% 142% 99% 63% 58%. 4.2% 
§ 442 S$ 41 8 1412 & 18008) 165, F108 $67 $ SE 8: AO 
S Da 8 554 F240 8 236 2A 150 $00 8 108 84 
ee ee A ae 
56% 56% 41% 42% 36% 56% 61. 2 
311 308 294 292 289 288 288 288 288 
611 643 667 691 620 661 667 N.A N.A 
§ 8.040% 5,952. $4,353" $4,021. 9 3,708 3 2808 $2361 $2,447 8 2170 
gag 2 7805 786 | 5,939 4513 4507 3,928" 4.403. 3,486 
330 314 162° 96 53 36 39 41 27 
$17,816 $14,091 $11,701 $10,025 $ 8,273 $7,411 $ 6329 $ 6891 $ 5,683 
$ 5,587 $ 5,000 $ 3,215 $ 3,343 $ 2,517 $ 3,089 $2,184 $ 2,487 $ 2,032 
WSS 582 TIS OS 2007 580 SE 1928 139 
411 153 117 211 329 81 122 By 
$14,133 $10,385 $8,107 $ 6,475 $5,843 $4,700 $3,817 $4,442 $ 3,35] 
$ 4683: $ 3,706 $3,594 $3,550 $2,430 28 2.710 $2512 28 2.449) 2 $9332 
$ 5303 $5,045 $4,415 $ 4,041 $ 3,001 $2,321 $ 2,288 $2,215 $ 2,050 
$ 2,059 $ 1,785 $ 1,282 $1,140 $ 905 $ 940 $ 829 $ Tl $ 554 
$3,244 $ 3,260 $ 3,133 $2,901 $ 2,096 $ 1,381 $ 1,459 $ 1,504 § 1,496 
Si Sos ee ole — — — — — — 
$ 7,480 $7,480 $ 6,727 $ 6,451 $4,526 $ 4,091 $ 3,971 $ 3,953 $ 3,828 
$ 2,349 $ 2,399 $ 2,453 $2,500 $ 671 $ 730 $ 819 $ 905 $ 989 
@ uggs $200 he OTS OTS A0e ca a ae 
$356 $ 356002 — a = ee ay os ee 
$ 4,640 $ 4,525 $4,177 $3,884 $3,815 $ 3,361 $ 3,152 $3,048 $ 2,839 
1.3:1 Pa ak Sh LA TON et ed tel 

S565. 35663 37030 30561 15285 e188) 1 ea 28575 
§ 272 $392. SAIS $1,153. $992 GSA 8 32 $57 $380 
$21,612 $17,865 $14,835 $12,926. $10,369 $ 8,792 $7,788 $8,395 $ 7,179 
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HUGH RUSSEL 


& SONS, LIMITED 


Financial Summary. 


(Dollar figures in thousands) — 


OPERATING RESULTS 

Net Sales 

Earnings before deducting ‘de- 
preciation, interest on long- 
term debt, minority interest 
and income taxes. . ; 

Depreciation. . ; 

Interest on long- -termdebt 

Income Taxes . : 

Minority interest . 

Net Earnings 

% of Net Sales . : 

% of Shareholders’ Equity . 


SHAREHOLDER DATA 
Net earnings per common share 
Cash flow per common share 
‘Dividends per common share . 
% Dividend to net earnings. 
Number. of Common _ Shares 
outstanding (thousands) .. 
Number of Common share- 
holders 


BALANCE SHEET DATA 
Current Assets 
Trade receivables . 
Inventories . 
Prepaid expenses and ‘depos- 
its : 


- Total Curent ‘Assets 


Current Liabilities 
Bank Borrowing 
Payables and accrued charges 
Income Taxes payable 


Total Current Liabilities . 


Working Capital . 
Fixed assets at cost : 
Less Accumulated deprecia- 
tion EY 
Net Fixed espik : 
Other assets ae 
Net Tangible Assets: . 
Financed by 
Long term debt 
Deferred income taxes 
Minority Interest. 
Shareholders’ equity. . 


Current assets/Current liabili- 
tiese c/s 

Long-term debt/equity ratio 

Additions to facilities 

Total Assets 


1964 


1968 1967 1966 1965 1963 1962 1961 1960 
$38,375 $32,473 $24,157 $22,975 $19,436 $15,015 $14,218 $14,051 $13,406 
$1435. $1210 $1,354" $1309 9 1125 $631 $506. $397. S365 
S987 (8 BAS § 205. $7155. $3 St S12 8 8 
$450 $158 S186 S50 he 5 8 a8 8 6a 8 
$ 516 $ AI ABR ORS STF CS Hl S140 8 0. $e 32 89 
$ 40 Ge os oe seta ey Ie 2 ee 
S 44e $485 $505 $527 Go aI BT 192 S166 8 
1.1% 1.3% 21%. 23% 25S 21% 14% 12% 0.9% 
08%. 104% 129% 138% 14.2% 99% 2 6.3% 58%. 4.2% 
$44 S$ 1a 8 id Be 8 8 es F108 8 er 8 ST 8 a0 
G 24a 85354 -§ 241 § 23604 241 § 150 $09 $8. 103 $84 
RO ho RE RO hs S60 FO. $45 a =e 
56% 56%. 41% 42% 36% 56% 67% ne oe 
311 308 294 292 289 288 288 288 288 
611 643 667 691 620 661 667 N.A NA 
$ 8,040 $ 5,952 $4,353 $4,021 $ 3,708 $ 2,868 $ 2361 $2,447 $ 2,170 
 9aa6 © 7925 AGG 5,929. 4513. 4507 3,929 4403 3.486 
330 314 162 “46 53 36 39 4] 27 
$17,816 $14,091 $11,701 $10,025 $§ 8,273 $7,411 $ 6329 $ 6891 $ 5,683 
$ 5,587 $ 5,000 $3,215 $ 3,343 $2,517. $ 3,089 $2,184 $ 2,487 $ 2,032 
8.135 5939) APIS. DON. | 2007 1530; = STI (923° =. 7-319 
411 153 117 211 329 81 122 32 ae 
$14,133 $10,385 $8,107 $ 6,475 $5,843 $4,700 $3817 $4442 $ 3,351 
$ 3,683 $3,706 $ 3,594 $ 3,550 $ 2,430 $2,710 $ 2,512 $ 2,449 $ 2,332 
$5303 $5045 $4415 $ 4,041 $ 3,001 $2,321 $ 2,288 $2,215 $ 2,050 
$ 2,059 $ 1,785 $ 1,282 $1,140 $ 905 $ 940 $ 829 $ 711 $ 554 
$3,244 $3,260 $ 3,133 $2,901 $ 2,096 $ 1,381. $1,459 $ 1,504 $ 1,496 
een eae an Bc pis us ss es 
$ 7,480 $7,480 $ 6,727 $ 6,451 $4,526 $ 4,091 $ 3,971 $ 3,953 $ 3,828 
$ 2,349 $ 2,399 $2,453 $2,500 $ 671 $ 730 $ 819 $ 905 $ 989 
$445. $200 8. 97 $67 8 AO ae uae He a 
$356 $356 ase ae ie ae ae A a 
$ 4,640 $4,525 $4,177 $3,884 $ 3,815 $3,361 $ 3,152 $3,048 $ 2,839 
1.3:1 1.431 1.4:1 1.5:1 1.4:1 164 tT 1.6:1 £321 
Se Ge 35S THO 3s BOOTS SRS 0 BOS 10 TT 8S 
Bo 0977 Ge 30D Go AIS 1153.8 992. Go BT Sk 32 $s 57 8 380 
$21,612 $17,865 $14,835 $12,926. $10,369 $ 8,792 $7,788 $8,395 $ 7,179 
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HUGH RUSSEL 
& SONS, LIMITED 


Consolidated Statement of Earnings 
For the year ended December 31, 1968 | 


(with comparative figures for 1967) 


Sales . 


Earnings from operations before deducting the following items: 
Depreciation (note 6) 
Interest on long term debt 


Earnings before income taxes and minority interest 
Income taxes . 
Minority Interest . 


Net earnings for the year 


Consolidated Statement of Retained Earnings 


For the year ended December 31, 1968 


(with comparative figures for 1967) 


Balance, beginning of year . 
Net earnings for the year 


Deduct: ; 
Dividends paid (including stock dividends on Class “B” Common 
shares and special tax thereon) . 
Loss on disposal of investment . 


Balance, end of year . 


(See accompanying notes) 


1968 
$38,375,238 
$ 1,435,418 


287,540 
149,556 


437,096 


998,322 
516,422 


40,000 
$ 556,422 
$ 441,900 


1968 

$ 4,250,597 
441,900 

$ 4,692,497 


246,409 
125,651 
$ 372,060 


$ 4,320,437 - 


1967. 


$32,473,519. 


$ 1,209,875 


245,313 
152,844 
398,157 
811,718 
370,984 
5,834 
$396 Bie 
$ 434,900. 


1967 
$ 4,058,864 
434,900 
$ 4,493,764 


243,167 


$ 243,167 
$ 4,250,597 


HUGH RUSSEL 
‘& SONS, LIMITED 


(Incorporated under the laws of Canada) 


Consolidated Balance Sheet 
December 31, 1968 


(with comparative figures at December 31, 1967) 


ASSETS 
Current: 
Accounts receivable, less allowance for doubtful accounts . 
Inventories valued at the lower of average cost and market 
(net realizable value) en 
~ Prepaid expenses and other assets . 
Total current assets . 


Fixed, at cost: 
Os Gand “3: 
Buildings 
‘Machinery and equipment 


Less accumulated depreciation . 


Other: 
Prior years income taxes recoverable (note 3) . 
Premiums paid on acquisitions (note 4) . 


4 LIABILITIES - 
Current: 


Bank indebtedness (against which certain assets are pee : 


_. Short-term loan payable . 
Accounts payable and accrued charges 
Income taxes payable . 5 
Sinking fund redemption due within one year (note 1) 
Total current liabilities . 
Deferred income taxes (note 5) 
Long-term debt (note 1) . ; 
Minority interest in preference shares of sibadat, 


Shareholders’ equity 
Capital Stock — 
Authorized (note 2): 
Issued (note 2): 
107,462 Class “A” common shares 
203,660 Class “B” common shares 
(1967 — 307,997 common shares) 
Retained earnings . Pee eee 
~ On behalf of the Board: 
A. D. Russel, Director 
M. D. Glenn, Director 


(See accompanying notes) 


1968 
$ 8,040,248 


9,445,955 
329,576 
17,815,779 


320,655 
2,592,785 
2,389,216 


5,302,656 | 


2,059,138 
3,243,518 


154,825 
398,178 
553,003 
$21,612,300 


$ 5,586,865 


$8,123,499 
410,434 
12,000 
14,132,798 
135,000 

~ 2,349,000 
355,834 


319,231 
4,320,437 
4,639,668 

$21,612,300 


1967 
9° 5;952,5375 


7,825,396 
313,429 
14,091,200 


320,655 
2,592,785 
231583 


5,045,023 


1,784,466 


3,260,557 


154,825 
358,718 
513,543 


$17,865,300 


$ 4,000,527 
1,000,000 
5,232,224 

152,139 
10,384,890 
200,000 
2,399,000 


355,834 


274,979 
4,250,597 
4,525,576 

$17,865,300 
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HUGH RUSSEL 
& SONS, LIMITED 


Consolidated Statement of Source 


and Application of Funds 
For the year ending December 31, 1968 


(with comparative figures for 1967) 


Funds were obtained from: 
Operations — 


Net earnings for the year . 


Expenses not requiring a current cash outlay — 


Depreciation . 


Income taxes (deferred portion) 


~ Employee Share Purchases . 


Investment by minority shareholders . 


Sale of fixed assets . ° 
Stock options exercised . 


Funds were applied to: 
Pay premiums on acquisitions . 
Purchase new facilities 
Pay dividends . 
Pay prior years income taxes 
Retire debentures . —. 


Finance loss on disposal of investments 


Increase (decrease) in working capital . 


Working capital, beginning of year 
Working capital,-end of year 


(See accompanying notes) 


1968 
$. 441,900 


287,540 
(65,000) 
664,440 


44,009 


1,051 
243 
$ 709,743 


$ 39,460 


271,552 
246,409 


50,000 
125,651 


$ 733,072 


$ (23,329) 
3,706,310 
$ 3,682,981 


1967 
$ 434,900 


-245,313 
102,500 
782,713 


355,834 
18,804 
156,769 


$ 1,314,120 


$358,718 


391,522" 


243,167 


154,825 © 


54,000 


$. 1,202,232 


$ 111,888 
3,594,422 


$ 3,706,310 
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